The Economics of
Lead-Based Paint

Hazards in Housing

The control of lead-based paint hazards can be financed
to achieve the goal of reducing exposures to lead-based paint,
while preserving affordable housing and minimizing costs
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vent childhood lead poisoning by the Evaluation and Control of Lead-Basedwill provide citizens with the opportunity to
controlling lead-based paint haz-Paint Hazards in HousingHUD 1995b) that find out whether or not lead-based paint may
ards in housing have been marked not bgtetail specific technical procedures to conexist in their newly purchased or rented
overreaction, but by subdued, halting, retrol exposures from lead-based paint. houses, instead of leaving them to act in the
active, and, unfortunately, largely ineffec- dark (HUD/EPA 1996).
tive policy responses, technical guideliness Funding by the federal government for
and financing. This history is due to a numhazard control in both private and publics New state and local programs aimed at mak-
ber of reasons, including the fact that symphousing; as of 1996, nearly $355 million willing the lead-based paint hazard identifica-
toms of lead poisoning are subtle and berhave been appropriated at the Federal leviébn and control industry well-trained and
efits are thus intangible. This has importanspecifically for lead-based paint hazard coreertified to protect children and make cer-
implications for policy development andtrol in low-income private housing and mil- tain that owners’ money is spent wisely (EPA
hazard recognition because resources tygions more in public housing (HUD 1995c). 1994a).
cally are devoted to more obvious concerns.

Over the past century, efforts to pre- Issuance of updated HUGuidelines for « Promulgation of a new disclosure law that

An increasing number of lawsuits brought
by poisoned children against building own- “EN T 0
ers has also fueled a broadly recognized Qs p

need to change the way in which the nation &
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responds to lead-based paint in housing.

Recent developments suggest that the twin Q
threats to children’s health and the avail- Q
ability of older affordable housing posed by Q
lead-based paint are finally being recog- >
nized and managed. Those developments m

include:

» Completion of a HUD Lead-Based Paint % 0
Task Force report mandated by Title X (HUD 4 e\’
1995a) that represents a consensus policy N D EV

statement on correcting market failures and

other recommendations for private and pub-
lic sector initiatives.

» Passage of the Residential Lead-Based D
Paint Hazard Reduction Act of 1992 (Title X

of the 1992 Housing and Community Devel- 7
opment Act -- PL 102-550), which defines a 1
lead-based paint hazard based on the scien-

tific understanding of how lead exposures O
from paint actually occur.

<
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» Completion of major new research projectgpensatory special education, nutrition, andentive, housing-based approach, while
paving the way for simpler and more inex-public education programs may help to somenaintaining the existing blood lead screen-
pensive hazard identification and controlextent. The sources of exposure, the coring programs to ensure that those children
methods (HUD 1996; EPA 1995a). trol of which will require significant financ- who are poisoned are identified and treated.
ing in a housing stock that is already dis-
This article discusses why actions to contressed, adds to the perception that the leddterim ConTROLS, ABATEMENT AND OTHER
trol lead-based paint hazards in housingroblem is either intractable, or paradoxicallyHazaro ConTROL METHODS
make economic sense. It analyzes how thisot a significant problem.
work can be financed to achieve the goal of During the past several years, an unneces-
controlling exposures to lead-based painEvibence For THE EFFecTIVENESS oF Con-  sarily divisive debate has raged over whether
while preserving affordable housing andtroLLING Leap-Basep Paint Hazarps IN - abatement is more effective than interim con-
minimizing costs to owners and taxpayers.HousinG trols, and whether public education pro-
grams can be substituted for actual correc-
PrRevALENCE oF Leap-Basep PainT N Studies of various types of lead hazard cortion of lead hazards. Some view interim con-
HousINg AND CosT | MPLICATIONS trol methods and how well they protect thdrols to be the only practical response, given
health of children, the public, and workerghe financial condition of much of the
Current estimates are that there are 64 milhave not been compiled until recently (Staesation’s low-income housing stock and the
lion housing units with lead-based paintand Rinehart 1995; EPA 1995b). The studielck of funds to conduct abatement. Others
above 1 milligram per square centimetershow that carefully executed hazard controliew abatement to be the only effective re-
about half of the nation’s entire housing methods are effective in reducing children'ssponse, since interim controls demand a
stock. Twenty million of those units are blood lead levels and/or the dust lead levelseightened commitment to housing manage-
thought to contain lead-based paint in an their houses. ment that is unrealistic in the dwellings pos-
hazardous condition and 3.8 million children ing the greatest risks, where housing is op-
less than six years of age reside in thos&@hese blood lead levels appear to declinerated by owners and managers who are ei-
houses (HUD 1991; EPA 1995a). Approxi- anywhere from 6% to 23% over a period other unwilling or unable to carry out basic
mately 500,000 of those households are ecsix months to a year following hazard conimanagement practices.
nomically distressed and cannot financerol. Anotherstudy shows that an 84% to
correction of those hazards without public96% decline in dust lead levels can be main- Jnti| the housing market
subsidy (HUD 1995a). Thus, lead in painttained for at least 3.5 years following abate- values a lead-safe dwelling,

constitutes a widely dispersed, yet highlyment (Farfel 1994). . . )
concentrated source. financing lead-based paint

Most of these studies were of lead-poisoned hazard control will not be
Recent deve|opments Suggeghlldren and were not explicitly designed toconsidered to be a reasonable

i quantify the primary prevention benefit of )
that the twin threats to controliing exposures before blood lead lev-  INVestment by owners.

children’s health and the elsincreased. Because prevention of expe

availability of older affordable sure would eliminate the bone lead storinterim controls are those methods that can
housing posed by lead-basedge phenomenon anq irreversible neurologbe im_plemented quic_kly and relatively inex-
aint are finallv bein cal effects, the effectiveness of hazard corpensively, but are likely to have shorter
P . y g trol will be greater than indicated by thesdifespans than abatement methods. Interim
recognized and managed. studies. controls include specialized cleaning (dust
removal), paint film stabilization, friction and
Previous control efforts to reduce lead ex-No study has yet been done of children borimpact treatments, and treatment of bare soil
posures were more centralized and relativelynto lead-safe dwellings, making an accuwith grass, sod or other covering. Abate-
inexpensive. Reduction of lead in food wasrate quantification of the benefits of expo-ment includes any treatment to a house that
accomplished primarily from the elimination sure prevention difficult. Indeed, such acan be expected to last at least 20 years,
of the use of lead in the seams of cans. Istudy poses significant ethical concernincluding building component replacement,
gasoline, reductions were made possible byi.e., a control group would consist of chil-enclosure, encapsulation, paving or soil re-
changes in gasoline refining techniquesdren born into houses with the lead hazardsoval, and paint removal.
Both these measures could be implementetemaining untreated). But it is evident that
by addressing only a few sources (refiner+eliance on the medical model (i.e., treatmertudies have been conducted using treat-
ies and canning plants). of houses following the appearance of anents that today would be called interim
child who has already been poisoned) wiltontrols (Farfel 1994). Collectively, the stud-
The fact that lead poisoning is often an asfail to realize the full benefits of primary pre-ies demonstrate thabth strategies are ef-
ymptomatic disease has important implica-vention. fective. In fact, both strategies have been
tions for how it is viewed by policymakers integrated successfully in the nation’s only
and medical care providers, who may be reTitle X of the 1992 Housing and Communitytruly ongoing, long-term primary prevention
luctant to allocate adequate resources t®evelopment Act charges HUD with theeffort: the public housing program. Here,
control a disease that is not readily appartask of shifting the nation’s strategy from ammediate hazards are identified and con-
ent. Victims may appear “normal” and com- reactive, medical model approach to a pretrolled, and housing units are made free of
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hazards and thus eligible for insurance relaions are conducted in dwellings followingture, however, because many houses can be
tively quickly and inexpensively, typically the work. Such a nationwide system is beinfully abated for a much smaller amount. In
at a cost of about $200 per dwelling unifpromulgated by EPA under statutory authorHUD’s Federal Housing Administration
(HES 1995). Much of this work is done byity from Congress (EPA 1994a). ClearancéFHA) demonstration project, half of all the
specially trained maintenance workers wh@xaminations include visual assessment arftbuses treated cost less than $2,500 per unit
perform what the HUD Task Force termeddust (and perhaps soil) sampling after leatb completely abate (HUD 1991) because the
“Essential Maintenance Practices”. At thehazard control work has been completechumber and size of surfaces coated with lead-
same time, long-term but deliberate progresd/ithout such control, exposures can bdased paint was quite small. In its lead-based
is being made to render all such dwelling$ieightened instead of controlled. Evidenc@aint grant program for private housing, HUD
permanently lead-safe, usually througtthat poorly controlled housing rehabilitationand local and state governments are experi-
building component replacement or permaand renovation can cause lead poisoning hasenting with a number of technigues to re-
nent enclosure/encapsulation in conjunctiobeen reviewed elsewhere (Shannon 1992uce costs, including the use of community-
with renovation work. Jacobs 1994; HUD 1995b; Staes and Reinhdrased groups to do the work and better tar-
1995). geted innovative hazard control technologies.

The fact that lead poisoning o :
is often an asymptomatic ~ Cost-Benefit Studies Despite the fact that some

disease has important Lead poisoning prevention is widely regarded houses may be candidates for
implications for how it is as one of the stellar public health initiatives of  fuller treatment, a $500

; : the second half of this century. While blood  hKillion price tag indicates
viewed by pO“CymakerS and lead levels have declined dramatically, previ- P 9

medical care providers. ous successes in controlling exposures dem- that complete removal of all
onstrate that such actions provide direct  lead-based paint in all
Costs of lead abatement are dlf_flcult to sepaheglth benefitsnot t'hat gfforts to control housing is |mpract|cal,
rate from the costs of renovation. For exehildhood lead poisoning are no longer . .
ample, replacement of old energy-inefficienneeded. There are some who assert that we Certainly in the near term.
windows coated with lead-based paint wittshould stop here -- that we have already done
new windows could be considered to be aenough by controlling lead in food and gasoMany houses have only a small amount of
abatement technique or renovation workline (Morris 1995). They argue that we carlead-based paint present. For example, houses
Anecdotal evidence suggests the costs ¢foast” the rest of the way and that child-built between 1960 and 1979 have an average
abatement are anywhere from $1,500 tbood lead poisoning will eventually disap-of 782 square feet of lead-based paint on inte-
$20,000 per dwelling unit, depending on thepear by itself without further actions. Parafior and exterior surfaces, less than 5% of all
size of the house and the number of paintedbxically, they also argue that while neededpaint. On the other hand, houses built before
surfaces. In short, interim controls andaddressing paint hazards will cost too muchL940 have an average of 2,355 square feet of
abatement are complementary, not contra- lead-based paint on interior and exterior sur-
dictory, activities. However, Schwartz recently estimated that thiaces (HUD 1990; EPA 1995c¢).

nation would save $1.7 billion per year for
Not surprisingly, the degree of effectivenesgvery 0.1 microgram per deciliter drop in meamespite the fact that some houses may be
varies with the baseline blood lead levepopulation blood lead level (Schwartz 1994)candidates for fuller treatment, a $500 billion
(Swindell 1994; Aschengrau 1994). It ap-HUD recently completed a regulatory impactprice tag indicates that complete removal of
pears that the extent of the blood lead deanalysis for its proposed regulations coverall lead-based paint in all housing is impracti-
cline is most pronounced when the child’sng all federally assisted housing (HUD 1995d)cal, certainly in the near term. Complete re-
baseline blood lead level is already elevatedhe analysis showed that net benefits in theoval or abatement may be feasible in houses
At lower blood lead levels, the decline isfirst year of the rule would be over $1 billionwhere only a small amount of lead-based paint
more modest, as expected. When the worfkr federally assisted housing alone. The Ceris present, where the incremental costs of
is conducted without proper controls, dusters for Disease Control and Prevention estabatement in the context of renovation are
lead and blood lead levels often increasemated that the nation would save $62 billiorrelatively inconsequential, or where funds are
sometimes dramatically (Staes and Rinehably addressing lead-based paint hazards ovavailable. For all other houses, interim con-
1995; EPA 1995b; Amitai 1991; Fett 1992;the next 20 years, discounted to the presetrbl methods aimed at controllirgposures

Fischbein 1981; Rabinowitz 1985; Swindell(CDC 1991). i.e., lead-based paint that is in a hazardous
1994). condition (along with control of contaminated

Some suggest that the nation is about to erheusedust and bare soil) is more appropriate
Quality Control Issues bark on a program of complete removal of aland feasible.

lead-based paint from 64 million dwellings.
The harmful effects of haphazard abatemetiUD estimates that the cost of removing alln fact, there is not a single housing pro-
and careless home renovation or remodelinigad-based paint from the nation’s housingram anywhere that has attempted to remove
projects that disturb lead-based paint can kstock would cost over $500 billion and thatall lead-based paint from all dwellings. Even
avoided if certain quality control, training, li- the average cost of lead paint removal is $7,708e most extensive abatement programs in-
censing and certification systems are deveper housing unit (HUD 1990). Average cost&lude options such as enclosing or encap-
oped and enforced, and if clearance examingar full abatement provide an incomplete picsulating lead-based paint. Additionally,
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most housing programs, including the pubequipped to address the problem. Most poanti-social behavior. Wasting money like

lic housing program, have no breakneclsoned children do not sue and of those thalis makes even less sense when some

deadline to meet for abatement. Insteadlo, most are unsuccessful in proving damhouses are known to repeatedly poison many

abatement activities are almost always caage due to the subtle effects of lead poisorehildren over many years.

ried out during other construction and housing described above. Those few cases that

ing renovation activities, and will be donedo win substantial awards for poisoned chilA more practical, less costly (and far more

over a decade or two in a controlled, rationallren sometimes have the unintended coumane) way to deal with this problem is to

fashion. This kind of deliberate effort hardlysequence of driving affordable insurance andontrol the source of exposure. Principally,

seems to be a campaign based on panic. responsible owners out of the market. this source is lead-based paint and the con-
taminated dust and soil it generates. In some

PROPERTY MANAGEMENT PRACTICES What Should Be Done: Learning fromthe locations, contaminated dust and soil are
Asbestos Experience also still with us from the historic use of
Interim controls and some forms of abate- leaded gasoline and emissions from lead in-

ment are based on the idea that properfyolicymakers have learned useful lessondustries. All these sources are found in the
owners will manage their properties in suchirom the asbestos experience. In ashestdspme, so it makes sense to focus on hous-
a way that any lead-based paint that iEPA regulated removal operations only; nang-based strategies.

present remains in a non-hazardous corzPA regulatory apparatus was constructed

trolled condition. Are property owners into regulate or monitor asbestos as it remainddformed Consumers and the Housing
fact up to this task? Is it reasonable to rein place. The lesson on the asbestos expelarket

quire owners to take the necessary steps émce wasnot that asbestos is not a toxic

keep all lead-based paint intact, providesubstance -- it is, and exposures need to bhead-based paint hazards in housing are
cleanable surfaces to prevent accumulatiotontrolled so that asbestos-related diseaggnerally not recognized or valued by the
of leaded dust, keep bare soil covered, commtoes not occur. The lesson was simply thagublic. Housing appraisers do not consider
duct routine maintenance work in a “leadtis important to contra@xposuresvhichis  the presence or absence of lead-based paint
safe” way, and conduct periodic evaluationsiot necessarily the same as removal of theazards in the value of a dwelling. Free mar-
and tests to ensure the property remairgibstance. In short, some toxic substancé&ets require informed customers in order to
lead-safe? Some argue that owners of propaay best be managed in place until removalperate properly. Until the housing market
erties most likely to produce lead-poisonedbecomes the only option or unless the maralues a lead-safe dwelling, financing lead-
children (dilapidated inner city low-income terial will be disturbed in a way that can causeased paint hazard control will not be con-
housing) willnotin fact be capable of per- hazardous exposures, such as during rensidered to be a reasonable investment by
forming these management functions andgation. If management is not possible, efowners. Fundamentally, the presence of
that therefore full removal of lead-based paintective, or preferred, then safe, controlledlead-based paint is no different than any
is the only foolproof answer. and professional removal or abatement isther housing defect, such as a leaky roof.
the only alternative. Fundamentally, thisBut because the hazards are not recognized,
Many landlords who operate choice is no different than any other capitatictims are not obvious, and consumers are

low-income properties have improvement made in housing. not informed, the market fails. Owners do
; not regard lead hazard control to be a good
very low or negative cash Leap-Basep PAINT As A CLassic MARKET  investment because the value of the prop-

flows that make private
funding of lead hazard
controls difficult. Who can and should pay for controlling  If owners fail to adopt a
childhood lead poisoning? Currently, the more active management
What is likely to be the effect of owners’ costs of childhood lead poisoning are born%ty|e’ then it is almost certain
failure to adopt interim controls in a rigor- by our nation’s health care and educational e :
ous, serious fashion? Ironically, such a failsystems. In spite of advances in medical thh-a},lmo.re gtlgaﬂog’ morg
ure is likely to stimulate calls for wholesaletreatment, complete reversal of the effects Igh-priced awards, an
removal of all lead-based paint, which isof seriously elevated blood lead levels is more extreme cal!s fo_r
clearly impractical. After all, if it appears unlikely. Medical care costs anywhere from Complete removal will arise.
that owners cannot manage lead-based pafbt,300 to $5,000 per child (CDC 1991b) and
hazards, what other choice is there? Thmany children must be treated more thahlUD and EPA have issued a law that will
result of such a scenario is clear: calls foonce. Poisoned children will also requirecorrect this market failure (HUD/EPA 1996).
wholesale removal in fact would lead to nospecial attention in the educational systerithe lead-based paint disclosure law permits
action at all. to attempt to overcome the reductions iprospective owners to obtain a lead-based
intelligence caused by lead poisoningpaint inspection or risk assessment if they
Such an environment is conducive to lawThese costs are estimated to be about $3,3@@nt one. It also requires owners to dis-
suits brought by poisoned children againgper child (CDC 1991b), a great deal more irtlose any knowledge of lead-based paint in
landlords who failed to take action. Accord-severe cases. This figure does not includie dwelling before lease or sale. Finally, it
ing to a recenNew York Tmesarticle, the the wider economic and social costs of lowwill inform consumers about lead-based paint
city alone is faced with over one thousanered productivity, special education, subhazards through a warning statement and
pending lawsuits. But the tort system is ill-stantial reductions in lifetime earnings andhrough dissemination of an educational bro-

FAILURE : WHO SHouLD Pav? erty does not increase.
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chure at approximately 9 million sales andnore extreme calls for complete removal willshow that the nation will save billions of dol-
leasing transactions annually. arise. The net result will be that only a smallars if lead-based paint hazards are controlled.
fraction of poisoned children will be com-HUD has recently issued comprehensive
pensated and the largest source of lead etechnical guidelines that govern how both
posure to children will be left uncontrolled.interim control and abatement techniques
Is it fair (or even practical) to expect thatOn the other hand, if owners act to imple€an be implemented safely and how lead-
owners alone are responsible for paying tment rather simple measures that contrdlased paint hazards can be properly identi-
correct the problem? After all, most ownerdazards, and perhaps more importantly, fied. Calls for wholesale removal of all lead-
did not even think they were doing anythingoolicymakers require owners to activelybased paint are not feasible due to the high
wrong in applying lead-based paint to theimonitor the condition of lead-based paint taost involved and may in fact result in in-
dwellings and in some cases they were obeyrake sure hazards do not appear, then littreased exposure to children. A more flex-
ing laws thatequiredthe use of lead-based gation will be much less successful, feweible strategy is now being implemented that
paint. Furthermore, most owners todayases will be broughtand fewer children requires owners to properly manage lead-
never actually applied the old paint in thewill be poisoned. based paint using special maintenance prac-
buildings they now own. Many landlords tices and monitoring until permanent re-
who operate low-income properties haveHistorically, the biggest judgments havemoval or enclosure/encapsulation can be
very low or negative cash flows that makebeen brought against owners who failed tperformed.
private financing of lead hazard controls dif-do anything. Proving negligence is relatively
ficult. Lead poisoning prevention effortssimple in such cases. On the other handhe principal method of implementation in-
should not cause abandonment of housingwners who have implemented reasonableolves the use of existing private market
already a major problem. Public-sector fundmanagement practices and who have dafarces, which require an informed consumer
ing is needed for those economically disproving that the dwelling they own is lead-for most houses and targeted subsidies in
tressed dwellings not amenable to informasafe will have much less liability exposurecases where private financing is not pos-
tion and market-based strategies. In this situation, the assumption will be thassible. Through a series of regulatory and
the child must have been poisoned from aon-regulatory actions, HUD is implement-
Informed consumers will solve a significantlead source other than the paint in the dweling a new plan to control lead-based paint
part of the problem as lead hazard contrahg. hazards in housing through a reasonable,
becomes simply another wise investment in practical strategy based on science, re-
a house. But many low-income propertie CoNCLUSIONS search, consensus and private/public part-
do not generate enough income to make pre- nerships. Owners have the principal respon-
ventative measures financially sensiblePrevious efforts to control lead in gasolinesibility to manage lead-based paint hazards
even low-cost interim controls. Even non-and food have been successful in reducinig the housing they own; their response will
profit housing organizations are finding itpopulation blood lead levels. However, furin large measure determine the success or
difficult to continue to provide decent hous-ther decreases are unlikely unless addition&ilure in containing liability exposure and
ing at prices the poor can afford. In additioraction is implemented to control exposures tthe childhood lead poisoning epidemic.
to its lead-based paint grant program for prilead-based paint and the contaminated soil
vate housing, HUD is proposing to streamand dust it still generates in housing. Prevdn the next 5 to 10 years, an important op-
line its lead-based paint requirements acrodsnce studies show that most pre-1978 housesrtunity exists to break the back of a pre-
all its housing programs and to require spezontain some lead-based paint, although mogentable disease that is too expensive to
cific action that depends on the extent opaint does not in fact contain lead, and mosgnore, whose causes are well understood,
federal financial involvement. of the paint that does contain lead is in a nowhose outcome is insidious and irrevers-
hazardous condition. Cost-benefit analyseible, and whose solutions are clear.

Subsidies

Future Options for the Housing Provider
Community

Even though subsidies and private marke
will play important roles, the hard fact re-
mains that owners control housing and ar|
ultimately responsible for correcting any
housing defects, including lead-based pair
hazards. Increasingly, local laws provide
legal duty for owners to respond to hazard
and poisoned children. How owners (an
the insurance and mortgage companies th
back them) respond to this issue will in largg
measure determine how the nation proceed

If owners fail to adopt a more active man
agement style, then it is almost certain tha

more litigation, more high-priced awards, and

David E. Jacobs was appointed by Secretary Henry Cisneros to serve as Director of the HUD
Office of Lead-Based Paint Abatement and Poisoning Prevention on July 18, 1995. As
Director, Mr. Jacobs is responsible for establishing policies and programs to prevent child-
hood lead poisoning caused by exposure to lead-based paint hazards in housing. Hle coord
nates and oversees the Office’s grant programs to state and local governments, technica
assistance and guidelines development, technical studies, regulation and standafds deve
opment, and public education. He is responsible for coordinating activities with other Fed-
eral agencies such as the Environmental Protection Agency and the Centers foll Diseas:
Control and Prevention. Mr. Jacobs also develops initiatives designed to promot¢ public/
private partnerships that control hazards in the millions of dwellings contaminated with lead-
based paint. He has also served as Deputy Director of the National Center for Le¢ad-Safe
Housing and Director of the EPA Southern Lead-Based Paint Training Consortium at the
Georgia Institute of Technology, Texas A&M University and Louisiana State University. Mr.
Jacobs was one of 40 experts appointed to the HUD Task Force on Lead Hazard Cantrol an
Financing by Henry Cisneros, and is the principal author of the iBuldelines for th
Evaluation and Control of Lead-Based Paint Hazards in Housing.
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